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BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


CHAIRMAN’S 
REPORT 


Your Directors submit herewith the consolidated financial statements for the 
Company's 108th year ended December 31, 1974 as reported on by the Company’s 
auditors, Touche Ross & Co. 

Sales in 1974 reached $10,680,937 compared to $9,906,537 in the previous year, an 
increase of $774,400. Consolidated earnings for the year were $754,345 or $1.68 per 
share compared to $932,882 or $2.07 per share for 1973. The 1973 comparative 
figures have been adjusted as explained in Note 3 to the financial statements. During 
the year quarterly dividends of 22’2¢ per share were paid in March, June, September 
and December. Total dividends were 90¢ per share. 

The year ended with current assets of $3,815,952 and current liabilities of $1,360,287. 
Working capital was $2,455,665, an increase over last year of $618,385. 

Mr. R.G. Black, Q.C., partner in the Calgary law firm of Jones, Black, Gain & Laycraft 
was appointed to the Board of Directors on November 19, 1974. 

It is with sincere regret we record the death of the Hon. George B. Foster, QO.C., 
M.B.E., D.F.C., on June 3, 1974. Mr. Foster was a Director for 21 years and through- 
out his long association with the Company made a major contribution to its growth. 
On behalf of the Board of Directors it is again a pleasure to pay a well deserved tribute 
to the loyal and efficient service of the employees and officers of our group of 


companies. 


Chairman and Chief Executive Officer. 


February 18, 1975. 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


PRESIDENT’S 
REPORT TO THE 
SHAREHOLDERS 


The year 1974 marks the 12th consecutive year of sales increases. Earnings were 
adversely affected by abnormal increases in costs which resulted in a reduction 
compared to 1973. However at $1.68 a share they are the second highest in the 
company’s history. 

In May the Company acquired a minority interest in Security Credit Systems Limited. 
This company is the leading producer of credit cards in Canada and offers a complete 
service in manufacturing, embossing and mailing of credit cards in Toronto, Montreal 
and Vancouver. 

Atlantic Banknote Limited was incorporated as a subsidiary at the end of the year. 
Space has been leased in Halifax and manufacturing equipment acquired. Personnel 
have been recruited in the Atlantic provinces and production of bank forms 
commenced early in 1975. We have now attained our goal of being able to provide our 
customers with service from coast to coast. 


PRODUCTS 


The market for the Company’s products is the Canadian financial community and to 
supply this market four different printing processes are used - intaglio, gravure, letter- 
press and offset. Three of these are frequently combined on one document to give the 
aesthetic effect desired and provide the necessary security features. The state of this 
art is such that the changing demands in the marketplace are regularly met by the skill 
and ingenuity of a highly trained staff. 


BANKNOTES 


The printing of banknotes for the Bank of Canada continues to occupy an important 
part of our production capacity. Banknotes of the new design require new techniques 
and new equipment, the combination of which has resulted in a high quality product. 
Additional denominations of the new design will be coming into production in 1975. 


BONDS AND DEBENTURES 


In spite of the adverse effect of high interest rates on the marketability of bonds the 
volume printed remains stable and there is a firm indication that the number of orders 
placed will increase in 1975. 


SHARE CERTIFICATES 


Engraved share certificates are an important product line requiring special skills in’ 
designing, engraving and printing. The market demand in Canada has declined in the 
current year because of fewer new issues and more use of certificates of higher 
denomination, but sales are expected to increase in 1975 over 1974. 


POSTAGE STAMPS 


More use of colour, new commemorative stamps and an increase in volume of regular 
issues have maintained sales at a satisfactory level. The prospects for an increase in 
volume in 1975 are good. 


. BRITISH AMERICAN BANK NOTE 
P COMPANY LIMITED 
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LOTTERY TICKETS 


Techniques for the engraving, printing and packaging of lottery tickets have been 
developed and marketed by the Company. The use of the engraved intaglio process on 
specialized equipment has materially assisted in producing high quality, secure tickets. 


BANK FORMS 


Bank Forms include cheques for individuals and small companies and bank input 
documents such as deposit slips, all of which are encoded with magnetic ink characters 
(MICR). The technology required in the printing makes this a highly specialized 
product line where service and accuracy are important. In recent years the volume 
growth in this section of the industry has been about 10% a year and this is forecast to 
continue. 


ELECTRONIC PAYMENTS SYSTEM 


An Electronic Payments System, referred to in some cases as Electronic Funds Transfer, 
is a system whereby financial transactions are made electronically rather than by the 
use of paper such as cheques. We are actively studying the effect of such a system on 
the Company and have regular contacts with the Canadian Bankers Association and 
the Federal Government on the subject so that our future plans will include know-how 
and equipment capable of manufacturing the required input documents. The recent 
paper ‘Towards An Electronic Payments System”, published by the Minister of 
Finance and the Minister of Communications, states government policy and announces 
the intention to form an implementation committee to set standards. Public acceptance 
has been low in the United States in areas where an electronic system has been tried. 


SECURITY 


The security objectives of the British American Bank Note Company are to protect the 
products and the interests of our customers at all times. To accomplish this physical 
safeguards and procedural controls are continually being reviewed and updated. An 
essential element for the success of the system is the integrity of all the employees 
who understand the important responsibility entrusted to them. 


OUTLOOK 


We are expecting continued growth in 1975 which has started with a record backlog 
of orders. Our aim is a successful and profitable year with continuing growth. 


JOULE 


February 18, 1975. President. 


AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1974 


ASSES 

CURRENT 
Cash 
Accounts receivable 
Income taxes recoverable 


Inventories of raw materials, work in process 
and finished stock, valued at the lower of 
cost or net realizable value 


Prepaid charges 


OTHER 


Investments - at cost (approximate market 
value 1974 - $714,000; 1973 - $462,000) 
Deferred past service pension costs 


FIXED - AT COST 


Building, land, furniture, equipment and 
engraved stock 
Less accumulated depreciation 


Excess of cost of shares of subsidiary 
companies over the book amount of their 
net assets at the dates of acquisition 


On behalf of the Board: 


A. MURRAY VAUGHAN, Director 


1974 


1 S2oer2 


2,324,338 


165,942 


3,815,952 


826,677 


826,677 


8,461,555 


5,264,940 


3,196,615 


200;/2) 


$8,092,965. 


R.P. WHITE, Director 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


$ 341,063. 


895,678 
73,816 


1,449,749 


127,104 


2,887,410 | 


556,612 


3 1,182. 


567,794 


- 7,782,806 — 
5,017,006 — 


2,735,800 


253,721 
$6,444,725 


LIABILITIES Came 
CURRENT 


Bank advances $ 141,488 
Current portion of term bank loans 240,000 
Accounts payable and accrued liabilities 797,989 
Income taxes payable (Note 2) 2,640 
Sales taxes payable 178,170 
1,360,287 
Term bank loans - maturing in 1979, less $240,000 
included in current liabilities 883,400 
Account payable due May 1, 1975 - 
Deferred income taxes (Note 2) 682,200 
Minority interest 34,018 


SHAREHOLDERS’ EQUITY 


Capital stock 
Authorized - 600,000 common shares of no par value 


Issued and fully paid - 450,000 shares 300,000 
Retained earnings (Note 3) 4,833,060 
5,133,060 

$8,092,965 


LOTS 
$ 110,000 
815,570 


124,560 
1,050,130 


164,077 
443,700 
3,103 


300,000 


4,483,715 
4,783,715 
$6,444,725 


AND SUBSIDIARIES 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1974 


Sales 


Earnings from operations (after deducting interest 
on term bank loans of $50,600 in 1974) 


Investment income 


Other income 


Provision for income taxes (Note 2) 


Minority interest 


Earnings for the year (per share 
1974 - $1.68; 1973 - $2.07) (Note 3) 


Retained earnings, beginning of year 
as restated (Note 3) 


Less dividends paid 


Retained earnings, end of year 


1974 


$10,680,937 


1,311,838 
48,582 


14,301 


1,374,721 


609,500 


10,876 


620,376 


754,345 


4,483,715 


5,238,060 


405,000 


$ 4,833,060 


1973 


$9,906,537 


1,513,019 
46,075 
19,972 


1,579,066 


634,760 — 


11,424 


646,184 


932,882 


3,955,833 


4,888,715 


405,000 
$4,483,715 


AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL 
POSITION FOR THE YEAR ENDED DECEMBER 31, 19/4 


SOURCE 
From operations 
Earnings for the year 
Amounts charged against earnings not 
requiring an outlay of funds 
Depreciation 
Amortization of deferred past service 


pension costs 


Increase in deferred income taxes (Note 2) 
Increase in long-term liability 


Increase in minority interest 


APPLICATION 
Dividends 
Purchases of fixed assets 
Purchases of investments 
Decrease in minority interest 
Excess of cost of shares of subsidiary company 
over the book amount of its net assets at 


the date of acquisition 


Increase in working capital 
Working capital, beginning of year 
Working capital, end of year 


1974 


$ 754,345 


289,461 


11,182 


1,054,988 


238,500 
719,323 
30,915 


2,043,726 


405,000 
750,276 
270,065 


1,425,341 


618,385 


1,837,280 
$2,455,665 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


1973 
$ 932,882 


— 243,629 


64,500 
1,241,011 


179,700 
164,077 


1,584,788 


405,000 
. 1,051,717 


9322 


49,294 
1,515,333 
69,455 
1,767,825 
$1,837,280 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 19/4 


13 Subsidiary Companies 
These consolidated financial statements include the accounts of British American Bank Note 
Company Limited (incorporated under the Canada Corporations Act) and its subsidiaries. 


Wholly Owned 

- The Franklin Press Limited (incorporated under the Laws of Ontario) 

- Compagnie de Billets de Banque Québec Ltée - Quebec Bank Note Company Ltd. 
(incorporated under the Quebec Companies Act) 

- Alberta Banknote Co. Ltd. (incorporated under The Companies Act of the Province 
of Alberta) 

- Security Printing Corporation Ltd. (incorporated under the British Columbia 
Companies Act) 


Partly Owned 

- Atlantic Banknote Limited (incorporated under the Companies Act of Nova Scotia) 

- Winnipeg Banknote Company Ltd. (incorporated under The Companies Act - 
Manitoba) 


2. Income Taxes 
The provision for income taxes exceeds the income taxes payable for the current year by 
$238,500 and deferred income taxes on the balance sheet have been increased by this 
amount. This arises because the maximum. capital cost allowances claimed for income tax 
purposes exceed the depreciation charged in the accounts. 


2} Prior Period Adjustment 
Retroactive price increases relating to 1973 sales and representing earnings of $53,940 
(12¢ per share) after income taxes were negotiated in the first quarter of 1974 and are not 
included in the 1974 figures shown herein. The 1973 figures have been restated to include 
this adjustment and the 1974 opening retained earnings figure, previously reported as 
$4,429,775, has also been restated. 


4. Capital Commitments 
As at December 31, 1974 there were commitments for capital expenditures amounting to 
approximately $108,000. 


3). Lease Commitments 
The Company is committed under the terms of lease contracts with various expiration dates 
for the rental of premises and equipment. Currently the annual lease payments amount to~ 
approximately $237,000. 


6. Remuneration of Directors and Officers 
The parent Company had eleven directors whose aggregate remuneration as directors in 1974 
was $30,250. The parent Company had eight officers whose aggregate remuneration as 
officers was $257,700. Three of these officers were also directors. 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


AND SUBSIDIARIES 


AUDITORS’ 
REPORT 


The Shareholders 


British American Bank Note Company Limited 


We have examined the consolidated balance sheet of British American Bank 
Note Company Limited and its subsidiaries as at December 31, 1974 and the 
consolidated statements of earnings and retained earnings arid changes in finaneial 
position for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the 
financial position of the company and its subsidiaries as at December 31, 1974 and 
the results of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


TOUCHE ROSS & CO. 


Chartered Accountants 


Ottawa, Ontario, February 14, 1975 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


AND SUBSIDIARIES 


SALES AND MANUFACTURING DIVISIONS 


OTTAWA - HEAD OFFICE AND PLANT 
975 Gladstone Ave. 


HALIFAX -ATLANTIC BANKNOTE LIMITED 
5238 George St. 


TORONTO - THE FRANKLIN PRESS LIMITED 
193 King St. E. 
60 Bathurst St. 


WINNIPEG - WINNIPEG BANKNOTE COMPANY LTD. 
1499 Buffalo Place 


CALGARY - ALBERTA SECURITY PRINTING 
105 58th Ave. S.E. 


VANCOUVER - SECURITY PRINTING CORPORATION LTD. 
188 Smithe St. 


SALES @EELGES 


OTTAWA MONTREAL TORONTO.- 

975 Gladstone Ave. 5 Place Ville Marie 193 King St. E. 
PRODUCTS 
bank notes travellers’ cheques interim reports 
postage stamps money orders prospectuses 
revenue stamps dividend cheques trust deeds 
share certificates cash bonus coupons personalized cheques 
warrants gift certificates order forms 
bonds and debentures promissory notes statements of fact 
lottery tickets annual reports proxies 


and many other financial documents 
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